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UNITED STATES POSTAL SERVICE 
NOTICE OF FILING REVISIONS TO THE TESTIMONY OF 

WITNESS DANIEL (USPS-T-28) [ERRATUM] 

The United States Postal Service gives notice of the filing of errata to the 

testimony of witness Daniel. The changes are as follows: 

p. IO line 25 change “these by” to “by these” 

p. 10 line 26 change “12.5 cents” to “12.42 cents” 

Replace p.1 I, USPS-T-28 Table 1: Costs by Ounce Increment for First- 
Class Single Piece” (see errata to USPS LR-I-91) 

p. 13 line 16 change “7.337 billion” to “7.297 billion” 

p. 13 line 17 change “I ,649 billion” to “1.695 billion” 

Replace p. 14, USPS-T-28 Table 2: Costs by Ounce Increment for First- 
Class Presort” (see errata to USPS LR-I-91) 

p. 21 delete “ALA869Pl9 and” from footnote 12 

Replace p. 26 Table 5: Delivery Unit Costs (in cents) (see errata to USPS 
LR-I-95) 

Replace p. 29 Table 7: Summary of Mail Processing and Delivery Costs 
for Standard (A) ECR and NPECR Mail Used for Discounts (see errata to 
USPS LR-I-95) 

Copies of revised pages to witness Daniel’s testimony are attached to this notice. 



Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Daniel J. Foucheaux, Jr. 
Chief Counsel, Ratemaking 

Attorney 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-l 137 
(202) 268-2997; Fax -6187 
March I,2000 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document 
upon all participants of record in this proceeding in accordance with section 
12 of the Rules of Practice. 

Anthony Alvern& 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-I 137 
(202) 268-2997; Fax -6187 
March 1, 2000 
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pounds per cubic feet, or density factors, by shape from Docket No. MC95-1 to 

estimate cube. No piggybacks are required. 

F. “Other” Test Year Costs 

The difference between total CRA costs and the piggyback costs of the components 

discussed above are called “Other” costs. These cost primarily consist of Postmaster 

costs (Cost Segment 1) and miscellaneous costs in other cost segments that are not 

piggybacked on clerk, carrier or vehicle service driver costs. These “Other” costs are 

distributed on the basis of weight. 

G. Development of Volumes and Pounds by Weight Increments 

The development of Base Year volumes and weight by subclass, shape and ounce 

increment is discussed in USPS LR-I-102. Base Year volumes are compared to TY 

forecasted volumes to develop a ratio at the subclass level in each of the weight studies 

found in USPS LR-I-91 through LR-I-93. This ratio is then applied to BY volumes and 

pounds by weight increment. 

V. RESULTS OF IMPACT OF WEIGHT ON FIRST-CLASS COSTS 

A. First-Class Single-Piece 

Using the inputs described in the previous section, TY unit costs by weight 

increment were estimated. A table of TY costs by ounce increment for First-Class Mail 

Single-Piece is shown in Table 1. Since there are no shape-based rates or weight- 

based worksharing discounts available in First-Class Mail Single-Piece, it is appropriate 

to look total unit costs by full-ounce increment, aggregated over all shapes. Most of the 

pieces subject to the additional ounce rate weigh less than four ounces (78 percent) 

where unit costs increase the most as weight increases. The total costs for pieces in 

excess of the first ounce cost are divided by these “postage ounces,” i.e., the total 

number of additional ounces purchased.5 This results in an average cost of 12.42 

cents for each additional postage ounce. Witness Fronk (USPS-T-33) uses this as a 

basis for his additional ounce rate design. 

’ This is different from the actual number of additional ounces because weight is rounded up to the next 
ounce in calculating rates. 



USPS-T-28 Table 1: 
Costs by Ounce Increment for First-Class Single-Piece 

(Iran USPS LR-I-91 d&ailed costs, 
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the unit costs, as shown by witnesses Madison in Docket No. R84-1 and McGrane in 

Docket Nos. MC951 and R97-1. Since lightweight flats appear to be consistently more 

costly to handle than the average weight flat, USPS witness Miller’s (USPS-T-24) use of 

the cost of an average weight flat as a proxy for a one-ounce flat potentially 

underestimates the cost premium associated with nonstandard mail. 

Weight also does not appear to be as large of a cost determinant for First-Class Mail 

Single-Piece parcels as it is for letters. Costs do seem to rise more in the heavier 

ounce increments for parcels than they do for flats. The absolute level of unit costs for 

parcels may be less reliable than the trend due to the relatively smaller proportion of 

parcels, especially in the first weight increment (i.e., pieces weighing one ounce or 

less). 

B. First-Class Mail Presort 

A table of the total unit costs by ounce increment for First-Class Mail Presort is 

presented in Table 2. Using the approach for analyzing the data for rate design 

purposes described above for Single-Piece results in an average cost of 14.8 cents for 

each additional postage ounce. While there are 7.297 billion pieces weighing more 

than one ounce in First-Class Mail Single-Piece in the TY, there are only 1.695 billion 

pieces weighing more than one ounce in First-Class Mail Presort in the TY. The First- 

Class Mail Presort data therefore do not appear as stable as First-Class Mail Single- 

20 Piece data in the heavier ounce increments. 
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testimony are distributed on the basis of costs developed for cost segment 6.1, 

consistent with the BY methodology employed by witness Meehan. 

2. DPS 

Because Delivery Point Sequenced (DPSed) letters and cards do not need to be 

cased, the presence of DPS mail affects city carrier in-office labor costs, The amount 

of DPS varies by rate category for letters and cards and is estimated by witness Miller 

(USPS-T-25) in his Attachments l-4, 11-2, 111-2. This section explains how city carrier in- 

office costs for letter rate categories are developed. 

A similar LIOCATT report’* from FY93, the Base Year in Docket No. R94-1, and the 

last year before the rollout of DPS, reports the cost of city carriers handling letters and 

cards in the office. The unit cost of city carriers handling “non-DPSed” letters and cards 

in the office can be inflated to the unit cost of handling letters and cards in the TY by 

using a wage rate adjustment as seen on page 9 of USPS LR-I-95. The cost of 

handling DPS letters and cards can be estimated by solving for the UNKNOWN in the 

following equation found on pages 5 through 7 of USPS LR-I-95: 

TY LIOCATT SHAPE = %DPS l UNKNOWN + (I-%DPS) * (NON-DPS COST) 

Where the variables 

l TY LIOCATT SHAPE is theTY cost of letters or cards by subclass 

l %DPS is the average TY percent DPS of letters or cards by subclass 

calculated by witness Miller 

l UNKNOWN is the unit cost of DPS letters or cards 

l I-%DPS is the average TY percent of letters or cards by subclass not DPSed 

. NON-DPS COST is the TY unit cost of non-DPSed letters and cards calculated 

on page 9 of USPS LR-I-95 

The city carrier in-office cost per rate category is then calculated by weighting the 

cost of handling DPS mail and non-DPS mail by the relative percent of DPS in each 

rate category on pages 5 through 7 of USPS LR-I-95. 

” See LIOCATT System Summary Schedule K&L Report ALA660P14 summarized on page 9 of USPS 
LR-I-95. 



Table 5: 
Delivew Unit Costs (in cents) 

(tram USPS LR-I-95) 

5.362 
First-Class Single Piece 
Sinale-Piece Letters 
Single-Piece Fiats 7.427 
Single-Piece Parcels 20.025 
Single-Piece Nonietters 6.560 

First.Class Presort 
NonAuto Presort Letters 
Auto Basic Letters 
Auto 3-Digit Letters 
Auto 5-Digit Letters 
Auto CR Letters 

5.479 
4.319 
4.196 
3.997 
6.059 

5-D Auto @ DBCS Sites 2.966 
5-D Auto @ nonDBCS Sites 6.160 
Presort Letters (Avg) 4.360 

Presort Flats 9.414 
Presort Parcels 39.751 
Presort Nonletters 10.046 

First-Class Cards 
Shale Piece Cards 6.026 
NonAuto Presort Cards 3.660 
Auto Basic Cards 3.245 
Auto 3-Digit Cards 3.179 
Auto 5-Digit Cards 3.073 
Auto CR Cards 4.166 

5-D Auto @ DBCS Sites 2.526 
5-D Auto @ nonDBCS Sites 4.222 
Presort Cards (Avg) 3.366 

Std. A Regular 
Reaular Basic Letters 

Std. A Nonprofit 
Nonprofit Basic Letters 4.072 

~~~ g, 

Non refit NonLetters Subtotal 

Std. A ECR 
ECR Basic Auto Letters 4.452 
ECR Basic Letters 5.464 
ECR High Density Letters 4.933 
ECR Saturation Letters 4.034 

Std. A NECR 
NECR Basic Auto Letters 3.096 
NECR Basic Letters 3.600 
NECR High Density Letters 3.431 
NECR Saturation Letters 2.606 

ECR Basic Nonletters 6.569 
ECR High Density Nonletters 5.072 
ECR Saturation Nonletters 4.356 

NECR Basic Nonletters 4.613 
NECR High Density Nonletters 3.551 
NECR Saturation Nonletters 3.050 

USPS-T-26 
Page 26 

Revised 3/l/00 



USPS-T-28 
Page 29 

Table 7: Revised 3/l 100 
Summary of Mail Processing and Delivery Costs for Standard (A) ECR and NPECR Mail Used for Discounts 

Standard (A) Regular ECR Unit Cost Estimates (for discounts) 

MP+D 
costs 

.etters (rounded) 

Enhanced Carrier Route 
Auto Basic 6.331 
Basic 7.535 
High Density 5.695 
Saturation 4.796 

Uonletters 

Mail 
Processing 

costs 

(rounded) 

Delivery 
costs 

(rounded) 

1.879 4.452 
2.071 5.464 
0.762 4.933 
0.762 4.034 

Enhanced Carrier Route 
Basic 
High Density 
Saturation 

9.328 2.739 6.589 
5.976 0.904 5.072 
5.260 0.904 4.356 

Standard (A) Nonprofit ECR Unit Cost Estimates (for discounts) 

MP+D 
costs 

,etters (rounded) 

Nonprofit Enhanced Carrier Route 
Auto Basic 5.021 
Basic 8.534 
High Density 3.640 
Saturation 3.015 

Ionletters 

Nonprofit Enhanced Carrier Route 
Basic 9.705 
High Density 4.330 
Saturation 3.829 

Mail 
Processing 

costs 
(rounded) 

Delivery 
costs 

(rounded) 

1.925 3.096 
4.734 3.800 
0.209 3.431 
0.209 2.806 

5.092 4.613 
0.779 3.551 
0.779 3.050 

Mail Processing Costs from USPS-T-28 Table 6 
Delivery Costs from USPS-T-26 Table 5 


